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REVIEWS
Writings in Accounting
DR. MARIE E. DUBKE, CPA, Editor
Memphis State University
Memphis, Tennessee

Objectives of Financial Statements for
Business Enterprises, Arthur Andersen &

Co.; 1972, soft cover, 130 pages (available
only through Arthur Andersen & Co. offices)
As accounting opinions multiply and prac
tices vary, it is the privilege of one of the big
eight public accounting firms to propose some
guidelines. The proposal is frankly partisan,
championing certain accounting theories over
others, but that is the prerogative of a re
spected firm of practitioners. Moreover, the
polemics are practical, and by analysis of con
tending theories before selecting a preference
the book observes the Andersen-Spacek tra
dition of “fairness”. Best of all, it is easy to
read.
The basic tenets expanded through various
accounting situations are:

1. financial statements should be regarded
primarily as serving as a basis for de
cisions relating to the future and,
2. the accounting function should be seg
regated and kept apart from the in
vestor function.
The second of these is in clear opposition
to current pressures for forecasts from the ac
counting profession. The future valuation of a
company “is simply not a function of account
ing but is a function to be performed by the
investor. Otherwise accountants and not in
vestors would be entitled to the profits from
risk taking.”
The chapter on forecasting also points out
the distinction between published goals of
operation by the company for forthcoming
years, and forecasts. The goal is understand
able to all as simply a target, while the fore
cast may be interpreted by some investors as
having a connotation of authoritative, scien
tific conclusions about the future.
The capstone to the objectives of financial
statements, in Arthur Andersen & Co. opinion,
is that statements should provide the basis for
making choices, and “the principal point is that
in solving problems accountants should try to
achieve solutions that are coordinated under a
common plan.”
Constance T. Barcelona
The Camargo Club

The Accounting Sampler, Second Edition,
Thomas J. Burns and Harvey S. Hendrickson;
McGraw-Hill Book Company, New York, N.Y.,
1972; 483 pages, $4.95 (paper-back).

The second edition of this collection of read
ings is much larger than the first, consisting of
102 separate items compared with 35 in the
first edition. It is also substantially different
since only 13 of the items from the first edition
appear in the second.
The readings are divided into seven sections:
(1) The Accounting Environment, (2) The
Accounting Model, (3) Valuation in Account
ing, (4) Management Planning and Control,
(5) The Contemporary Scene: Some Issues
and Controversies, (6) Financial Statements
and Their Users, and (7) The New Account
ing.
The first section contains articles concerning
the accounting profession, the historical de
velopment of accounting, the American Ac
counting Association, and the American Insti
tute of Certified Public Accountants.
The second and third sections deal with
theoretical concepts in accounting, such as
revenue and expense, the nature of assets, the
accounting entity, valuation of assets, and de
preciation concepts.
The fourth and fifth sections include discus
sions of some current topics, such as variable
costing, program budgeting, accounting for
leases, pension plans, income tax allocation,
and human-resource accounting.
Section six provides a closer look at the use
fulness of financial statements to stockholders,
bankers, financial analysts, labor, and others.
The last section depicts the changing role of
accountants in the future.
The readings vary considerably in length
and nature. Some require previous knowledge
of accounting concepts to be understood by the
reader, whereas others do not. Interspersed
among the more serious articles are several
hilarious items, such as “The Folly Called Ab
sorption Costing” and “The King Who
Changed Radically”. Many distinguished ac
counting scholars are represented, including
several from other countries.
As with the first edition, the authors recom
mend the use of the book as a supplement for
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the first accounting course at either the gradu
ate or undergraduate level to provide exposure
to contemporary topics in accounting not cov
ered in elementary textbooks. Many accoun
tants in the field will also find it beneficial and
interesting.
Doris M. Cook, CPA
Professor of Accounting
University of Arkansas

“MAS and Audit Independence: An Image
Problem,” Ronald V. Hartley and Timothy
L. Ross, Journal of Accountancy, Vol. 134,

No. 5, November 1972.
Drs. Hartley and Ross, professors of quanti
tative analysis and control, have taken samples
from the populations of Certified Public Ac
countants (CPAs), Chartered Financial Ana
lysts (CFAs), and Financial Executives and
collected opinions from them on the relation
ship between Management Advisory Services
(MAS) and auditing.
One question asked, not surprisingly, “To
what extent do you feel that CPAs’ performance
of MAS affects their independence for audit
purposes? (Assume that the MAS work is for
an audit client).” Of the CFAs, 76.9% felt
that independence was decreased, whereas
only 36.9% of the CPAs and 47.4% of the finan
cial executives thought so. Another question
pinpointed responses of the effect some other
variables, such as CPAs being paid by the
client they audit and flexible accounting treat
ments, have on audit independence.
Although the tables showing the results of
the poll are not always easily readable, the
responses are interesting and the problem ad
dressed is current. This view of other people’s
opinions makes for a worthwhile half hour’s
reading.
James R. Alexander
Graduate Student,
Memphis State University

Getting Acquainted with Accounting, John

L. Carey; Houghton Mifflin Company, Boston,
Massachusetts, 1973; 156 pages, $3.50 (paper
back).

In ten well-written chapters Mr. Carey does
indeed provide a broad overview of accounting
in all its phases, to fulfill his stated purpose. Al
though the book is primarily intended to pre
cede, or to accompany, an introductory ac
counting textbook in the classroom, it can also
provide “a quick look at what accounting is

all about” to others who may wish to know
something about accounting. Certainly the
book should be of interest to those who work
with accounting careers groups as an excellent
source of background material. The last three
chapters are devoted to the attainment of pro
fessional status, the outlook for the future, and
careers in professional accounting.
At the outset Mr. Carey explains how ac
counting fits into our environment and how it
evolved to meet the needs of contemporary so
ciety. His discussion of financial reporting and
the development of accounting principles to
the current Financial Accounting Foundation
and Financial Accounting Standards Board is
especially good.
In addition, Mr. Carey traces the evolution,
present state, and future projections of audit
ing, managerial accounting and income tax
accounting. The bibliography should be of
especial interest to those who may wish to make
individual chapters the subject of discussion in
particular groups.
Dorothy Brandon, CPA
East Carolina University

“New Complications Added by 1250 De
preciation Recapture Regulations,” Isadore
Cassuto and Alan R. Bialeck, Journal of Tax
ation, Vol. 37, No. 5, November 1972.

For anyone who has had the misfortune of
struggling through the 1250 depreciation re
capture provisions, this excellent little article is
a must. The authors give a very concise, but
complete, review of the provisions and then
proceed to raise several pertinent and compli
cated questions.
In several areas the statutes are silent; the
regulations have attempted to cover these
areas but without much success. Two such
areas that the authors examined and proposed
solutions for are: a change in character of 1250
property (from commercial to residential rental
property, for example) and the treatment of
deficit additional depreciation where a charac
ter change had occurred. Such a situation re
sults in a “layering” between use years as well
as the layering required for pre-1970 and post1969 depreciation years. An example is given
which shows how different recapture amounts
can be obtained, given the same set of facts.
In addition to being well written and under
standable, the careful referencing is a delight
to one who must do tax research. This reviewer
would recommend the article to novices as
well as seasoned tax researchers.
Dr. Patrica C. Elliott, CPA
University of Texas at Arlington

